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The NGX All-Share Index and Market Capitalization depreciated by 3.27% to
close the week at 98,751.98 and N54.035 trillion respectively.

Similarly, all other indices finished lower with the exception of NGX ASem,
NGX AFR Bank Value and NGX Sovereign Bond which appreciated by
16.93%, 1.15%, and 8.25% respectively

Top Gainers as at -01-MAR-2024

Stock Close

N

JULI PLC 3.75 60.26

P Z CUSSONS NIGERIA 33.75 27.36
PLC

STERLING HOLDINGS 5.00 14.94
COMPANY PLC



N

UNIVERSAL INSURANCE 0.40 14.94
PLC

TRANSNATIONAL 14.28 10.10
CORPORATION PLC

A total turnover of 1.882 billion shares worth N34.149 billion in 48,464 deals
was traded this week by investors on the floor of the Exchange, in contrast
to a total of 1.377 billion shares valued at N31.584 billion that exchanged
hands last week in 42,040 deals.

The Financial Services Industry (measured by volume) led the activity chart
with 1.275 billion shares valued at N20.427 billion traded in 24,801 deals;
thus contributing 67.78% and 59.82% to the total equity turnover volume and
value respectively.

The Conglomerates Industry followed with 227.237 million shares worth
N2.972 billion in 3,351 deals. The third place was the Oil and Gas Industry,
with a turnover of 115.327 million shares worth N746.959 million in 2,704
deals.

Trading in the top three equities namely Transnational Corporation Plc,
United Bank for Africa Plc, and Access Holdings Plc and (measured by
volume) accounted for 563.139 million shares worth N10.155 billion in 9,270
deals, contributing 29.93% and 29.74 to the total equity turnover volume and
value respectively

Notable Highlights

. The equities market recorded a mixed performance — the listed equities
market, NGXASI, recorded a decrease of 3.27% W-o-W, and the NASD
OTC declined by 3.97%



. The NAFEM rate appreciated while NAFEX rates depreciated at the
end of the week.

. The BDC rates appreciated to 1,600.

. The price of Brent crude oil and WTI closed positively at the end of the
week.

. The FMDQ Debt Market Size was not available when reporting.
. The AFEX ACI and AEI were not available when reporting.

Top Losers as at 01-MAR-2024

MTN NIG COMMUNICATION 200.70 -18.91

PLC

ETERNA PLC 15.65 -10.83
NESTLE NIGERIA PLC 900.00 -18.18
BUA CEMENT PLC 135.00 -10.00
CONOIL PLC 90.90 -10.00

CAPITAL MARKET

Unwrapping CBN’s February MPC Decisions: Navigating the Economic
Gains, Pains, and Uncertainties

Highlights of the CBN’s Key Monetary Policy Decisions at the February
2024 MPC



. Raise the MPR by 400 basis points to 22.75% from 18.75%.

o Adjust the asymmetric corridor around the MPR to +100/-700 from
+100/-300 basis points.

« Raise the Cash Reserve Ratio from 32.5% to 45.0%.

. Retain the Liquidity Ratio at 30%.

The new Central Bank of Nigeria (CBN) leadership stepped into office with
avoidable baggage. First, the new CBN Governor, Dr. Yemi Cardoso,
commenced work without a Senate clearance. The preemptive assumption
of duties raised the issues of constitutional breaches. Other members of the
regulatory body’s top executive suffered the same problem.

Second, months into the management of the CBN, the new executives
decided to suspend holding the traditional semi-monthly monetary policy
committee (MPC) meetings. The consequence was that the signalling effect
of monetary policy was smothered by uncertainty and
speculation. According to an economist with longstanding monetary policy
experience, the doors to a speculator's paradise were thrown open as
‘economic agents acted on anything and everything from grandma’s tea
leaves to the energetic but obscure objectivity of beer parlour discussants.’

The absence of a clear CBN policy pronouncement made the economy a
victim of ‘Chinese whispers,’ a situation where rumours distort economic
policy as information passes from one individual to the next.

On Wednesday, February 27, 2024, the Monetary Policy Committee of the
Central Bank of Nigeria (CBN), under its new leadership, concluded
its inaugural MPC session for 2024 and announced its decision on key
monetary policy. Like every good policy decision based on anchoring, the
MPC drew heavily upon  recently released data on inflation,  foreign
exchange movement, GDP growth, and gross external reserve. From its



previous meetings to the latest meeting, global inflationary pressures (which
have remained sticky at the tail-end of the downtrend to the targeted
range), domestic inflation, and GDP growth projections have consistently
steered the MPC towards hawkishness.

The Gains

The new CBN management’s aggressive tightening of the money supply is
expected to bring down the headline inflation rate from 29.90% in January
2024. The objective of the CBN is to reduce the inflation rate to 21% within
the shortest time possible.

« Howbeit, the supposed slowdown in the rate of growth is yet to bring
down

Headline inflation rose to 29.90% year-on-year (Y-o0-Y) from 28.92% in
December 2023, underscoring a continued upward inflationary trend since
the beginning of 2023. Food inflation grew by 35.41% in January 2024 from
33.93% in December 2023. Equally, there has been an observed rise in the
month-on-month (M-0-M) inflation rate, which rose to 2.64% in January 2023
from 2.29% in December, representing a 35 basis pointor
0.35% increase. The tightening of the money supply will see a delayed
response in March 2024, when analysts expect headline inflation to hit an
inflexion point as it declines steadily at the beginning of Q2 2024.

Between the last MPC meeting in July 2023 and the February 2024 meeting,
the naira has seen a significant depreciation, falling from N741.5/US$ in July
2023 at the official exchange window to N1,615.94 as of February 27, 2024.
Similarly, at the parallel market, the naira slid from N772/US$ in 2023 to
N1650/US$ as of February 27, 2024. Consequently, the inflow of FX from
both Foreign Direct Investment (FDI) and Foreign Portfolio Investment (FPI)
has remained subdued, notwithstanding the prior rate hikes, as real
returns remain in the negative territory and FX repatriation continues to pose
a challenge. On the other hand, the CBN believes its FX market reforms and



increased oil production have begun having an effect with the N2.28bn
increase in gross reserve to N34.51bn seen in February 2024. The flexibility
in the FX market has introduced greater transparency in currency pricing but
has also created short-term volatility as the price discovery process struggles
to find a stable equilibrium.

The most recent Gross Domestic Product (GDP)
figures suggest a strong growth of 3.46% in Q4 2023 Y-o-Y. Though
marginally lower than the 3.52% recorded in Q4 2022, it surpassed the
2.54% growth in Q3 2023. The CBN suggests it signals the possibility of
meeting the projected 3.38% by analysts, 3.88% by the FGN, and 3% by the
IMF. Proshare analysis indicates rate-sensitive sectors such as
the industrial and services sectors spearheaded growth, with the industrial
sector rising from a previous -0.94% to 3.86% in Q4 2023, while the service
sector recorded a growth of 3.98%.

In its communique, the CBN avoided speculating about the impact of excess
money supply on the elevated domestic inflation rate. However, available
data shows domestic Nigerian inflation has moved with a near-perfect
positive correlation with money supply over the last decade (see illustration
1 below)

lllustration 1:

INFLATION AND MONETARY POLICY DIRECTION IN NIGERIA

Headline Inflation and MPR
In Y0 years

Headline Inflation and
Money Supply In 10 years




The Pains

Analysts anticipated the hawkish stance of the CBN in raising the domestic
policy rate. The difference was one of proportion. The move has implications
for the Nigerian economy and the Tinubu administration, which has
prioritized growth, echoing its desire to attain a N1trn economy in the next
eight years. It would be counterintuitive to make a decision that would see
growth stutter, but when decisions must be made between stability and
growth, it is clear where the CBN priority lies.

The restrictive monetary policy of the market regulator, while contributing to
lower inflationary pressures, is also expected to result in an exchange rate
appreciation due to possible capital inflows. The higher policy rate, which
rose from 18.75% to 22.75%, may pose a burden for the real sector of the
economy due to the increased cost of financing. The increased lending cost
would add another layer of restraint on banks whose credit creation ability
has been moderated by increased CRR. Therefore, analysts expect a fall in
GDP growth over the next few quarters as rate hikes restrain private-sector
production (see lllustration 1 below).

lllustration 1:

TIGHTER MONETARY POLICY TO SLOW NIGERIA GROWTH
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HAVE AN AWESOME WEEKEND AHEAD!!!



